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A Proofs

A.1 Proposition 1

Proof of Proposition 1. (=) Suppose that (g, 1, p, w) is a competitive equilibrium. For any country
i, let us construct L; = {L;} such that

L =Y I foralli, j, and n.
k

Together with the factors market clearing condition (5), the previous expression immediately im-
plies
ZLZ- = v} for all i and n.
j

In order to show that (L, w) is a reduced equilibrium, we therefore only need to show

L; € argmax;_ u;(Ly) (39)
Zw?iﬁ < Zw?v? for all 1.
i n

We proceed by contradiction. Suppose that there exists a country i such that condition (39) does
not hold. Since profits are zero in a competitive equilibrium with constant returns to scale, we
must have ) p;-‘iq;-‘i = Ljn wjLj;. The budget constraint of the representative agent in the com-
petitive equilibrium, in turn, implies }; , w]” L]r-lz- = Y, wiv!. Accordingly, if condition (39) does
not hold, there must be L; such that U;(L}) > U;(L;) and Y, , wi (L) < ¥, wiv}'. Now consider

(q},1;) such that

(g}, 17)€ argmaqu_,iiui(iyi)
Xk:f]’ik < (L};)' forall jand f,

s -k ,
q;‘i < fﬁ(lﬁ) for all j and k.

We must have
ui(q;) = Ui(L}) > U;(L;) > uilq;),

where the last inequality derives from the fact that, by construction, L; is sufficient to produce g;.

Utility maximization in the competitive equilibrium therefore implies

k( k
iji(qji)/ > ) wiv).
i T
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Combining this inequality with }; , w (L})" < ¥, w]'v], we obtain

ivi
k(gky npmy
Y pilai) > Y wi(LY).
ik jmn

Hence, firms could make strictly positive profits by using Lj, to produce g}, which cannot be
true in a competitive equilibrium. This establishes that (L, w) is a reduced equilibrium with the
same factor prices and the same factor content of trade as the competitive equilibrium. The fact
that U;(L;) = u;(q;) can be established in a similar manner. If there were ¢ such that u;(q}) =
U;(L;) > u;(g;), then utility maximization would imply

ijl q]l >Zw _Zw L]1'

which would in turn violate profit maximization in the competitive equilibrium.
(<=) Suppose that (L, w) is a reduced equilibrium. For any positive of vector of output delivered

in country i, g, = {q}‘i}, let Ci(w, q;) denote the minimum cost of producing q;,

Ci(w, q;) = min; Z wfl]”lk (40)
jkn
k k 5k .
q;i < fji(I};) for all j and k. (41)

The first step of our proof characterizes basic properties of C;. The last two steps use these proper-
ties to construct a competitive equilibrium that replicates the factor content of trade and the utility

levels in the reduced equilibrium.

Step 1. For any country i, there exists p; = { p;‘l} positive such that the two following conditions hold: (i)
(w, q;) Zpﬂq]ufor all q; > 0, (42)

and (ii) if 1; solves (40), then 1; solves

maxypj; pU ]1 Z w! I for all j and k. (43)

For any i, j, and k, let us construct p;-‘l- such that
p]z mln* {Zw]nlﬁk’f]z ]z) > 1} (44)

Take l;‘i(l) that solves the previous unit cost minimization problem. Since f;j is homogeneous of
degree one, we must have ]Z(q]llk (1)) > q}‘i. By definition of C;, we must also have C;(w, q;) <

Yikn q;-‘l ]”Z;;k( ) = Yk p;-‘iq]l. To show that equation (42) holds, we therefore only need to show
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that Ci(w, q;) > Ljx p}‘iqﬂ We proceed by contradiction. Suppose that C;(w, q;) < Y« p]zq]l Then
there must be q;-‘l- > 0 such that

k k
L wflif < L),

where l is part of the solution of (40). Since fX is homogeneous of degree one, l i i would then

]l
lead to strlctly lower unit cost then 1 ]-l-( ), which cannot be. This establishes Condltlon ().

To establish condition (ii), we proceed again by contradiction. Suppose that there exists (l;-‘l-)’
such that

pﬂf]l Zw l”k >pﬂf]l Zw]”lﬁk. (45)

Take the vector of output ¢, such that q;-‘l- = ]'j(l;‘l) and zero otherwise. Condition (i) applied to

that vector immediately implies
k
Pifi (1) = et
Combining this observation with inequality (45), we get p}‘i > Y, w;‘(lﬁk)/ / ]’j((lf])/ ), which con-
tradicts the fact that p}‘i is the minimum unit cost.

Step 2. Suppose that (q,,1;) solves

max, 1 (q;) (46)
qﬂ < fﬂ( ]l)for all j and k,

Y Wik <y wiof
n

jkn
Then q; solves
maxg,ui(4;) (47)
Zm%<ZMW,
n
and 1; solves
maxypj; pU ]1 Z w! I for all j and k. (48)

If (g,,1;) solves (46), then

qi€ argmax; u;(4;)
Ci(w, q;) < Zw?v?

Combining this observation with Step 1 condition (i), we obtain that g; solves (47). Likewise, if
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(q;,1;) solves (46), then

lnk

l; € argmin; Z wi i,

jkn
gl < fh(1};) for all j and k.

Combining this observation with Step 1 condition (ii), we obtain that I; solves (48).

Step 3. For all i, take (q,,1;) that solves

max; ;. ui(g;) (49)

qﬂ < f]l( ]l)for all j and k,
Zl”k < Ljj for all jand n,

andset q =Y ,;q.and 1 =Y ;1;. Then (q,1, p, w) is a competitive equilibrium with the same factor prices,
w; (ii) the same factor content of trade, Ly = l”k for all i, j, and n; and (iii) the same welfare levels,
Ui(L;) = u;(q;) for all i.

Since (L, w) is a reduced equilibrium, if (g;, 1;) solves (49), then (gq;,1;) solves (46). By Step
2, g; and [; must therefore solve (47) and (48), respectively. Hence, the utility maximization and
profit maximization conditions (1) and (3) are satisfied. Since the constraint q]l < (lfl) must
be binding for all j and k in any country i, the good market clearing condition (4) is satlsfled as
well. The factor market clearing condition directly derives from the fact that (L, w) is a reduced
equilibrium and the constraint, )7 [ [k < L, must be binding for all j and 7 in any country i. By

v
construction, conditions (i)-(iii) necessarlly hold. O

A.2 Lemmal

Proof of Lemma 1. We proceed in two steps.

Step 1. In a Ricardian economy, if good expenditure shares satisfy the connected substitutes property, then
factor expenditure shares satisfy the connected substitutes property.

Our goal is to establish that factor demand, x;, satisfies the connected substitutes property—expressed
in terms of the effective prices of the composite factors, w; = {T]-,-c]-}—if good demand, o;, satisfies

the connected substitutes property, with
oi(p;) = {{si}lsi = piai/yi for some q; € argmax, {i1:(7 !ZMZ < Yit}

Note that since #; is homothetic, o; does not depend on income in country i.
Consider a change in effective factor prices from w; to w! and a partition of countries {M;, M}
such that w > wj; for all j € M; and w = wj; for all j € Mp. Now take x;,x; > 0 such that
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x; € x;(w;i) and x} € x;(w!). For each exporting country j, we can decompose total expenditure

shares into the sum of expenditure shares across all sectors k,
— k. .k
X ]Z — ZSZ' X ]l 7
k
where s¥ denotes the share of expenditure on good k in in country i at the initial prices,

{si} € ai({pi(wi)}),

pi(wi) = m].in{wji/“]ki :

For any good k, there are two possible cases. If no country j € M, has the minimum cost for good

k at the initial factor prices, w;, then

) x;-‘z- =0, (50)
jEM,
pi(w) < pf(w). (51)

Let us call this set of good Kj. If at least one country i € M; has the minimum cost for good k, then

) (x}‘l-)’ =1, (52)
JEMa
pi(w;) = pi(w)). (53)

Let us call this second set of good Kj. Since x;, xg > 0, we know that both K; and Kj are non-empty.
Now consider the total expenditure in country i on factors from countries j € M, when factor

prices are equal to w/. It must satisfy

Y () = Y 36 () = L EHTY ()]

jEMz jEMz keKy keK; jEMz

Combining the previous inequality with (52), we obtain

By the Inada conditions, all goods are consumed. Thus, we can invoke the connected substitutes

property for goods in K; and K. Conditions (51) and (53) imply

Y (s9) > ) st

keKy keKy
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Since ) e, x;-‘z- < 1, the two previous inequalities further imply

Z (xji), > Z Sﬂ Z Z Z sl ]z

jGMz keKy jGMz ]GMZ keKy

Finally, using (50) and the fact that {Kj, K>} is a partition, we get

Zxﬂ 2251]1 Zzsl]z—zxji-

jEM> jEM; keKy jEM, keKy jEM>

This establishes that x; satisfies the connected substitutes property.

Step 2. If factor demand ) ; satisfies the connected substitutes property, then for any vector of factor expen-
diture shares, x > 0, there is at most one vector (up to a normalization) of effective factor prices, w, such
that x € x;(w).

We proceed by contradiction. Suppose that there exist w, w’, and xp > 0 such that xy € x;(w),
xo € x;j(w'), and w and w' are not collinear. Since x; is homogeneous of degree zero in all factor
prices, we can assume without loss of generality that w; > w]’- for all j, with at least one strict
inequality and one equality. Now let us partition all countries into two groups, M; and M, such
that

w; > wjif j € My, (54)

W) = wjif j € My. (55)

Since x; satisfies the connected substitutes property, conditions (54) and (55) imply that for any
x,x' > 0 such that x € x;(w) and ¥’ € x;(w’), we must have

Yoxi> ) x

jGMz jGMz

which contradicts the existence of xp € x;(w) N x;(w’). Lemma 1 follows from Steps 1 and 2. [

A.3 Lemma?2

Proof of Lemma 2. We proceed by contradiction. Suppose that there exist two equilibrium vectors
of factor prices, ¢ = (c1, ...,c;) and ¢ = (c}, ..., ¢}), that are not collinear. By Proposition 1, we know

that ¢ and ¢’ must be equilibrium vectors of the reduced exchange model. So they must satisfy
ZLﬁ = fi(vj), for all j, (56)

ZL f] v;), for all j, (57)
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where {L;i} and {L};} are the optimal factor demands in the two equilibria,

{L;i} € Li(w;), forall i,
{Lj;} € Li(w;), for all i,

where w; = {7jicj} and w] = {T]'Z'C}} are the associated vectors of effective factor prices.
We can follow the same strategy as in Step 2 of the proof of Lemma A.3. Without loss of
generality, let us assume that c} > ¢j for all j, with at least one strict inequality and one equality.

We can again partition all countries into two groups, M; and M,, such that

C->Cjifj€M1, (58)
C; =Cj lf] € My. (59)

The same argument then implies that in any country i,

Y Xji > Y i

jGMz jGMz

where {x;;} and {x;i} are the expenditure shares associated with {L;;} and { L;i}, respectively. By

definition of the factor expenditure shares, the previous inequality can can be rearranged as

Y. Li/ (cifi(vi)) > ) oiLii/ (cifi(vi)-

jGMz jGMz
Since ¢} > c; for all i, this implies

Z C}L;-l- > Z Ciji.

jEMz jEMz

Summing across all importers i, we therefore have

Y.y Li> ) ¢ L

jEMy i jeMz i

By equations (56) and (57), this further implies

Y Sifitvi) > X cifi(v)),

jEMz jGMz

which contradicts (59). O

B Estimation

In this section we discuss further details of the estimation procedure outlined in Section 6.2.
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B.1 GMM Estimator

As in Section 6.2, define the stacked matrix of instruments, Z, and the stacked vector of errors,
e(0). The GMM estimator is
0 =arg min e(6)'ZPZ'e(6).

where ® is the GMM weight. We confine attention to the consistent one-step procedure by setting
o= (2'2)""

B.2 Standard Errors

In our baseline specification, we allow for the possibility of autocorrelation in the error term.
Specifically, we assume that observations are independent across exporter-importer pairs, but do
not impose any restriction on the autocorrelation across periods for the same pair. Following
Cameron and Miller (2010), we have that

VM (8-06) - N [0, (B'®B) " (BPA®DE) (B'PB) |
where B = E [Z]/-i’tV(;Eji,t(e)} and A = E[(Z]’.Z.ejl-)(Z]’.ieﬁ)’], with Z]‘i = [Zji,t]z;l and eji = [eji,t]zzl
being matrices of stacked periods for exporter-importer pair (j, 7).

The covariance matrix can be consistently estimated using

— -1

Avar(0) = (B'®B) " (B'PADB) (B'®B) (60)

where B = (Z’Vge(§)>, Vee(0) = {Dgze(a) | — Zl} ,and A = I'T' such that T = [eﬁ(a)’Zﬁ} p
This analysis ignored the fact that we take draws of («;, €;5) to compute simulated moment con-
ditions in the algorithm described below. Although this simulation step affects standard errors,
the asymptotic distribution of the estimator is the same as the number of simulated draws goes to
infinite. Thus, we compute the covariance matrix according to expression (60) which is assumed
to be an appropriate approximation for the large number of simulations (discussed below) used

in the empirical implementation.

B.3 Estimation Algorithm

In order to estimate the model, it is convenient to focus on the following log-transformation of
effective factor prices, d;;; = —€In(y;iwji;/p1iwii). Define x(J;¢|02) as the demand system in

equation (28) expressed in terms of §;; = {5ji,t}, so that

exp(aoy Ink; + €%6j; )
1+ Zfiz exp(aoy Inx; + €%6y; 1)

X(8iul62) = [ dF () G)
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with 6, = (0, 0c). As described in Section 6.2, we can write

eji1(0) = 1anl(xi,t!92) - 1anl(x1,t|92) —Z};, 01,

with 61 = (—é, {g]z}) and Z]lzt = (A IH(ZT)]'Z"t — Aln(zT)jU, dji,t)~
The simulated GMM procedure is implemented with the following steps.
Step 0. Draw S simulated pairs (a5, Ines) ~ N(0,I). We set S = 4,000 and use the same draws for

all markets.

Step 1. Conditional on 8, compute the vector x !(x;;|62) = {5ji,t}]'li , that solves the following

system:

{01402} = {01,

where x;; ; is the expenditure share of importer i on exports of j at year ¢ and

18 explasoy Ink;j + (€5)75j 4]
(0it|62) = 5 )
S+ N, exp [asoq Ink + (e5)7%0);,]
Uniqueness and existence of the solution is guaranteed by the fixed point argument in Berry,
Levinsohn and Pakes (1995). To solve the system, consider the fixed point of the following func-
tion:

G(diy) = [(Sﬁ,f + A (ln Xjip — 1an(5i,t|92))];\I:z

where A is a parameter controlling the adjustment speed. This fixed point is obtained as the limit of
the sequence: 7 11 = G (87,). Numerically, we compute the sequence until max; [In x;;; — In x;(8;4/62)| <
tol, where tol is some small number that we discuss further below.

This step is implemented as follows. First, the initial guess 4% j+ in the initial iteration is set to
be the logit solution 59 it = = Inxjj; — Inxy;;. In subsequent iterations, we use the following rule.
If 0, is close to the parameter vector of the previous iteration, we use the system solution in the
last iteration. Otherwise, we use the vector that solved the system for the same importer in the
previous year (if it is the first year, we use the logit solution). Second, the speed of adjustment is
initially set to A = 3. If distance increases in iteration 7, then we reduce A by 5% and compute
8" again until distance decreases in the step and use the new value of A until the solution is
found. If A falls below a minimum (A = .001), then we assume no solution for the system and set
the objective function to a high value. Lastly, we set tol = 10~8 and, every 20,000 iterations, we
increase tolerance by a factor of two. This guarantees that the algorithm does not waste time on

convergence for parameter values far away from the real ones, as suggested by Nevo (2000).

Step 2. Conditional on 6;, solve analytically for linear parameters directly from the minimization

-~ / -1 /
problem: 8;(8,) = (zl zq>z'zl) ZV'Z®Z'X, with X = [Inx; ! (x;4/62) — In x; ! (x1,]62)].
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Step 3. Conditional on 8,, compute the vector of structural errors using ej; ;(62) = In )(j_l (xi¢]02) —
Inx; ' (x1,402) —Z]; -01(62).

Step 4. Numerically minimize the objective function to obtain estimates of 6,:

0, = arg rréinH (02) = e(0,)ZDZ'e(0;).
2

The numerical minimization is implemented using the “trust-region-reflective" algorithm that re-
quires an analytical gradient of the objective function (described below). This algorithm is in-
tended to be more efficient in finding the local minimum within a particular attraction region.
First, we solve the minimization problem using a grid of ten initial conditions randomly drawn
from a uniform distribution in the parameter space. Second, we solve a final minimization prob-
lem using as initial condition the minimum solution obtained from the first-round minimization.
Here, we impose a stricter convergence criteria and we reduce the tolerance level of the system

solution in Step 1 to tol = 10712,

Objective Function Gradient. The Jacobian of H(0;) is VH (6;) = 2 - De(0,)'Z®PZ’e(6,) where
De(6,) = [% e %] is the stacked matrix of Jacobian vectors of the structural error from
21 2L | jt

Step 3. By the envelope theorem, the Jacobian is De; ¢(62) = D, ¢(82) — D1,+(82) because 8;(65)
is obtained from the analytical minimization of the inner problem restricted to a particular level

of 6. For each importer-year, the implicit function theorem implies that

-1

907+ 962 1 9%z 9xa X2 9%

90, " 90y dbyip T OOt d0y " 90y
Dé;+(62) = oo = - : : :

9dNis 9Nt XN XN IXN 9XN

d1 T 90y ddyip T Idnip d0y " 00y

where

ax; —% Yo (es)% - Xjit (s, €5)x1i ¢ (s, €5) it 1#]
§ Looi(e)™ - xjip(as, €) (1= xjis(as,€5)) if 1=

aX] 1 S ” N
3. = 3 Y (Ines)(es)% - xjis(as,€5) - [Sjip — Y xiip(as, €5) - Oli

00 s—=1 =2
aX 1 S N
L= ¥ o xjie(as,€) - |Inki — Y x4 (s, €5) - Inicy |
CLAR R =2
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C Sample of Countries

Table A1: List of exporting countries

log(p.c. GDP)

Abbreviation ~ Exporter [USA=0]
AUS Australia -0.246
AUT Austria -0.249
BLX Belgium-Luxembourg -0.261
BRA Brazil -1.666
BGR Bulgaria -1.603
CAN Canada -0.211
CHN China -2.536
CZE Czech Republic -0.733
DNK Denmark -0.303
BAL Estonia-Latvia -1.475
FIN Finland -0.522
FRA France -0.398
DEU Germany -0.290
GRC Greece -0.760
HUN Hungary -1.121
IND India -3.214
IDN Indonesia -2.284
IRL Ireland -0.574
ITA Italy -0.332
JPN Japan -0.183
LTU Lithuania -1.526
MEX Mexico -1.263
NLD Netherlands -0.352
POL Poland -1.428
PRT Portugal -0.830
KOR Republic of Korea -0.823
RoW Rest of the World -2.286
ROU Romania -1.816
RUS Russia -0.954
SVK Slovak Republic -1.102
SVN Slovenia -0.728
ESP Spain -0.644
SWE Sweden -0.367
TWN Taiwan -0.584
TUR Turkey -1.305
GBR United Kingdom -0.436
USA United States 0.000
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D Counterfactual Analysis

D.1 Preliminaries

In the counterfactual analysis of Section 7, we use the complete trade matrix for the 37 exporters
listed in Table Al. In order to reconcile theory and data, we incorporate trade imbalances as
follows. For each country, we define p;; as the difference between aggregate gross expenditure
and aggregate gross production. We proceed under the assumption that trade imbalances remain
constant at their observed level in terms of the factor price of the reference country. Here, the
reference country is the United States (j = 1) such that its factor price is normalized to one, @; = 1.

In particular, the market clearing condition in (15) becomes

N
Z Rji 1 Xji t ((Wi0i)yir + pir) = (wj@j)yj,t/ forj=2,.,N (62)
i=1
where
A 1.8 exp|asoy Ink; + (€5)% <Xfl(xi,t|92) — éln(zb]-f]-i)>]
Xjip Xjip = 3 (63)

sS1 14+ YN exp [zxsaa Inx; + (€5)% ()(l_l(xiltlez) - éln(zblfli))}

Notice that, by construction, Y, p;; = 0. Thus, the solution of the system of N — 1 equations

above implies that the market clearing condition for the reference country is automatically satis-
fied.

D.2 Algorithm

To compute the vector W = {Z?J]}]Ii , that solves system (62), we use the same algorithm as in
Alvarez and Lucas (2007).

Step 0. Initial guess: @* = [1,..., 1] if k = 0.
Step 1. Conditional on wk, compute £j;1x;;  according to (63).

Step 2. Compute the excess labor demand as

. 1 o A N R
F; <wk> = [—(wjvj)yj,t + ) Rjiexjip (@i0:)Yir + ir)
, i—1

1

where we divide by y;; to scale excess demand by country size.

Step 3. If max; |F; (’ci:k) | < tol, then stop the algorithm. (In practice we set tol = 1078 here.)

64



Otherwise, return to Step 1 with new factor prices computed as

~k+1 Ak ok
w; —wj+pt1-"] (w)

where y is a positive constant. Intuitively, this updating rule increases the price of those factors

with a positive excess demand.

D.3 Welfare

By Proposition 3, we can compute welfare changes in any country i by solving for e(-, U!). To do

so, we guess that for all w = {w; },

exp ([ —gemey IN[X1 () (wp) = CNdEF (a,€))
exp( | =y In[ER ()% (wiig)') - E)dF (a,€))

e(w, Uj) = (v)) (64)

We then check that our guess satisfies (17) and (18) if x satisfies (28). By equations (19) and (64),

welfare changes must therefore satisfy

a, = W7 &P ey InTf ) (i) )N ()

= __ ~1.
i/ exp (| gy ML () (t; (1)) JdE (3, €))

Using the fact that (y;)'/y; = @; and (wy;;)" = z?;l%lixl’l(xi,t), this finally leads to

exp( [ =gy I[N (1) = (7 (x34)) GV (a€))

AW; = (W; —— — -
1 exp( [ =&y NI () (@rix; H(xi0)) - dF (a,€))

with {®;} obtained from the algorithm in Section D.2.

D.4 Confidence Intervals

The confidence intervals for the counterfactual analysis are computed with the following boot-
strap procedure. First, draw parameter values from the asymptotic distribution of the GMM es-
timator: 8(b) ~ N <(§, m’(é)> Second, compute x ~!(x;;|02(b)) using the algorithm described
in Step 1 of Section B.3. Third, compute the counterfactual exercise with 08(b) and x ! (x;;|02(b))
using the algorithm described in Section D.2. Lastly, repeat these three steps for b = 1, ...,200.
The bootstrap confidence interval corresponds to [EV(9%), EV(75)] where EV(*) denotes the a-th

quantile value of the equivalent variation obtained across the set of 200 parameter draws.
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D.5 Additional Results

Table A2: Welfare gains from Chinese integration since 1995: all countries, 2007

CES (standard gravity) Mixed CES

Exporter Welfare Gains  95% Confidence Interval Welfare Gains  95% Confidence Interval
Australia 0.144 (0.109, 0.243) 0.225 (0.136, 0.598)
Austria 0.058 (0.043, 0.100) 0.102 (0.055, 0.296)
Belgium-Luxembourg 0.056 (0.042, 0.097) 0.108 (0.044, 0.312)
Brazil 0.071 (0.054, 0.121) 0.058 (0.049, 0.191)
Bulgaria 0.061 (0.045, 0.106) -0.005 (-0.077, 0.078)
Canada 0.053 (0.039, 0.092) 0.098 (0.044, 0.301)
China 1.039 (0.788, 1.740) 1.544 (1.006, 4.284)
Czech Republic 0.151 (0.112, 0.262) 0.209 (0.140, 0.570)
Denmark 0.014 (0.010, 0.026) 0.034 (-0.009, 0.137)
Estonia-Latvia 0.081 (0.061, 0.140) 0.043 (0.033, 0.190)
Finland 0.100 (0.075, 0.171) 0.154 (0.092, 0.437)
France 0.030 (0.023, 0.052) 0.057 (0.029, 0.214)
Germany 0.122 (0.092, 0.208) 0.201 (0.117, 0.519)
Greece 0.004 (0.003, 0.006) 0.018 (-0.003, 0.114)
Hungary 0.214 (0.161, 0.370) 0.208 (0.169, 0.555)
India 0.126 (0.094, 0.218) 0.022 (-0.141, 0.185)
Indonesia 0.026 (0.019, 0.047) -0.061 (-0.415, 0.016)
Ireland 0.135 (0.101, 0.234) 0.150 (0.116, 0.379)
Italy 0.008 (0.006, 0.015) 0.035 (0.002, 0.161)
Japan 0.095 (0.072, 0.162) 0.186 (0.093, 0.599)
Lithuania 0.065 (0.049, 0.110) 0.022 (-0.003, 0.114)
Mexico 0.121 (0.090, 0.211) 0.099 (0.082, 0.360)
Netherlands 0.043 (0.032, 0.076) 0.068 (0.019, 0.157)
Poland 0.086 (0.064, 0.151) 0.040 (0.030, 0.210)
Portugal 0.050 (0.038, 0.081) 0.055 (0.043, 0.141)
Republic of Korea 0.298 (0.226, 0.500) 0.399 (0.273,0.951)
Rest of the World 0.293 (0.221, 0.493) 0.105 (-0.160, 0.384)
Romania -0.005 (-0.009, -0.004) -0.077 (-0.367, -0.013)
Russia 0.105 (0.079, 0.180) 0.103 (0.085, 0.221)
Slovak Republic 0.116 (0.087, 0.200) 0.120 (0.093, 0.343)
Slovenia 0.012 (0.008, 0.022) 0.020 (0.007, 0.078)
Spain 0.075 (0.056, 0.127) 0.112 (0.071, 0.331)
Sweden 0.076 (0.057, 0.130) 0.113 (0.072, 0.315)
Taiwan 0.695 (0.531, 1.140) 0.946 (0.651, 2.146)
Turkey 0.024 (0.018, 0.043) 0.019 (0.015, 0.086)
United Kingdom 0.014 (0.010, 0.024) 0.022 (0.002, 0.094)
United States 0.034 (0.025, 0.062) 0.071 (0.035, 0.237)

Notes: Estimates of welfare changes (computed as the minus of the equivalent variation) from replacing
China’s trade costs to all other countries in 2007 at their 1995 levels. “CES (standard gravity)” and “Mixed
CES” report these welfare changes obtained using the factor demand system in Panels A and C, respectively,
of Table 2. 95% confidence intervals computed using the bootstrap procedure documented in Appendix D.
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